
Definitions and Classifications 
Underlying the NIPA's 

NIPA entries 
The major components of the NIPA's are presented and 
defined below within the context of the Summary Na-
tional Income and Product Accounts (see table A on page 
M~4). The five summary accounts show the composition 
of production and the distribution of the incomes earned 
in production. In these accounts, production consists of 
the goods, services, and structures that are produced in 
the current period. Production, or "current production," 
and its related incomes do not include gains or losses 
from the sale of nonproduced assets, such as land, or of 
financial assets, such as stocks and bonds. In addition, 
production does not include gains or losses from holding 
goods in inventories. 

The first summary account is the National Income and 
Product Account: The right side shows gross domestic 
product (GDP) as measured by the sum of the goods and 
services produced in the United States and sold to final 
users, and the left side shows GDP as measured by the 
incomes earned in production (gross domestic income) 
and the "statistical discrepancy" between the two meas-
ures. Each of the components in this summary account 
can be mapped to one of the other summary accounts and 
can, in turn, be mapped to one or more of the 142 tables 
that make up the fiill set of NIPA tables. This system 
of integrated, double-entry accounts provides a compre-
hensive and unduplicated measure of economic activity 
within a consistently defined framework.2 Thus, the 
NIPA's—together with the industry, wealth, and regional 
accounts—can be used to trace the principal economic 
flows among the major sectors of the economy. 

Within the summary accounts, each entry has a coun-
terentry, generally in another account. The parenthetical 
numbers that follow an entry in table A identify the coun-
terentry by account and line number. Except for the 
major income and product aggregates, the entries are usu-

2. For more information on the concepts underlying the accounts, see Al-
lan H. Young and Helen Stone Tice, An Introduction to National Economic 
Accounting, Methodology Paper No. 1 (1985); and Carol S. Carson, GNP: 
An Overview of Source Data and Estimating Methods, Methodology Paper 
No. 4 (1987). For information on the availability of these papers, see the box 
"Information About NIPA Methodology." 

ally defined in the sequence in which they appear in the 
five-account summary. 

The definition of a component is not repeated for the 
counterentry, but a cross-reference is made to the first 
appearance of the definition. After the components in the 
five-account-summary are defined, the following other 
definitions are presented: Final sales of domestic prod-
uct, gross domestic purchases, final sales to domestic 
purchasers, population, personal saving as a percentage 
of disposable personal income, gross saving as a per-
centage of gross national product, U.S. residents, foreign 
residents, and the rest of the world. 

Major aggregates 

Gross domestic product (GDP), the featured measure of 
U.S. output, is the market value of the goods and services 
produced by labor and property located in the United 
States. Because the labor and property are located in 
the United States, the suppliers (that is, the workers and, 
for property, the owners) may be either U.S. residents or 
residents of the rest of the world. 

Gross domestic income (GDI) (1—34) measures output 
as the costs incurred and the incomes earned in the pro-
duction of GDP. In theory, GDP should equal GDI, but 
in practice, they differ because their components are es-
timated using largely independent and less-than-perfect 
source data. This difference is termed the "statistical 
discrepancy" (see page M—8). 

Gross national product (GNP) is the market value 
of the goods and services produced by labor and 
property supplied by U.S. residents. Because the la-
bor and property are supplied by U.S. residents (see 
page M-10), they may be located either in the United 
States or abroad. The difference between GDP and 
GNP is net receipts of factor income from the rest of 
the world. These net receipts represent income from 
the goods and services produced abroad using the labor 
and property supplied by U.S. residents less payments 
to the rest of the world for the goods and services 
produced in the United States using the labor and prop-
erty supplied by foreign residents. Factor incomes 
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are measured as compensation of employees, corporate 
profits (dividends, earnings of unincorporated affiliates, 
and reinvested earnings of incorporated affiliates), and 
interest. 

Gross national income (GNI) (1—31) is the costs in-
curred and the incomes earned in the production of GNP. 
GNI is the sum of (1) factor incomes—compensation 
of employees, proprietors' income, rental income of 
persons, corporate profits, and net interest; (2) three 
aonfactor charges—business transfer payments, indirect 
business taxes, and the current surplus of government 
enterprises less government subsidy payments; and (3) 
consumption of fixed capital (CFC), which is the fixed 
capital "used up" in the production process during the 
accounting period. GNI and GNP also differ by the 
statistical discrepancy. 

Net domestic product (NDP) is the net market value of 
the goods and services attributable to labor and property 
located in the United States and is equal to GDP less CFC. 

Net national product (NNP) is the net market value of 
goods and services attributable to the labor and property 
supplied by U.S. residents and is equal to GNP less CFC. 
The measure of CFC used for both NDP and NNP re-
lates only to fixed capital located in the United States. 
Investment in the capital is measured by private fixed 
investment and government gross investment. 

National income (1—20) is the sum of the factor in-
comes. It is a net factor-cost measure (net of CFC) equal 
to the income that originates in the production of goods 
and services from labor and property supplied by U.S. 
residents. 

Domestic income, also a net factor-cost measure, is the 
income that originates in the production of goods and 
services attributable to labor and property located in the 
United States. 

Personal income is the income received by persons 
from all sources—that is, from participation in pro-
duction, from both government and business transfer 

Information About NIPA Methodology 

As part of each comprehensive and annual revision of the NIPA's, 
the Bureau of Economic Analysis (BEA) publishes a summary de-
scription of the principal source data and methods used to prepare 
the current-dollar and real estimates of gross domestic product. The 
most recent "Updated Summaiy NIPA Methodologies" was pub-
lished in the September 1997 issue of the SURVEY OF CURRENT 
BUSINESS and is reprinted as an appendix in this publication. 

BEA has also prepared a series of papers that discuss the con-
cepts that underlie the NIPA's and that present detailed descriptions 
of the methodologies used to prepare the estimates.1 However, 
the methodologies that are described in these papers are subject to 
periodic improvements, usually as part of the annual and compre-
hensive revisions. These improvements—which consist of changes 
in definitions and in source data, the incorporation of new source 
data, and the use of new estimating methods—are described in ar-
ticles in the SURVEY. For example, two major improvements were 
the shift to gross domestic product as the featured measure of U.S. 
production and the introduction of a new treatment of government 
investment.2 

Copies of the following methodology papers are available from 
the National Technical Information Service (NTIS). 

• An Introduction to National Economic Accounting, Method-
ology Paper No. 1 (1985)—NTIS accession No. PB85-247567, 
$12.50 

• Corporate Profits: Profits Before Tax, Profits Tax Liability, and 
Dividends, Methodology Paper No. 2 (1985)—NTIS accession No. 
PB85-245397, $27.00 

1. For information about the methodology used to prepare the national 
estimates of personal income, which provide the basis for the State estimates 
of personal income, see State Personal Income, 1959-93(Washington, DC: 
U.S. Government Printing Office, 1995). 

2. See "Gross Domestic Product as a Measure of U.S. Production," 
SURVEY 7 1 (August 1991): 8; and "Preview of the Comprehensive Revision 
of the National Income and Product Accounts: Recognition of Govern-
ment Investment and Incorporation of a New Methodology for Calculating 
Depreciation," SURVEY 75 (September 1995): 33-41. 

• Foreign Transactions, Methodology Paper No. 3 (1987)— 
NTIS accession no. PB8&-100649, $27.00 

• GNP: An Overview of Source Data and Estimating Methods, 
Methodology Paper No. 4 (1987)—NTIS accession No. PB88-
134838, $24.50 

• Government Transactions, Methodology Paper No. 5(1988)— 
NTIS accession no. PB90-11848, $31.50 

• Personal Consumption Expenditures, Methodology Paper No. 
6 (1990)—NTIS accession No. PB90-254244, $27.00 

The results of the most recent comprehensive and annual revi-
sions are published in the following SURVEY articles. 

• "Annual Revision of the National Income and Product Ac-
counts: Annual Estimates, 1993-96, and Quarterly Estimates 
1993:1-1997:1" (August 1997) 

• "Preview of the Comprehensive Revision of the National In-
come and Product Accounts: BEA's New Featured Measures of 
Output and Prices" (July 1995) 

• "Preview of the Comprehensive Revision of the National 
Income and Product Accounts: Recognition of Government In-
vestment and Incorporation of a New Methodology for Calculating 
Depreciation" (September 1995) 

• "Preview of the Comprehensive Revision of the National 
Income and Product Accounts: New and Redesigned Tables" (Oc-
tober 1995) 

• "Improved Estimates of the National Income and Prod-
uct Accounts: Results of the Comprehensive Revision" (Jan-
uary/February 1996) 

• "Completion of the Comprehensive Revision of the National 
Income and Product Accounts, 1929-96" (May 1997) 

The methodological information on the NIPA's is also available 
on BEA's Web site at <http://www.bea.doc.gov>. 
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payments, and from government interest (which is treated 
like a transfer payment). "Persons" consists of individu-
als, nonprofit institutions that primarily serve individuals, 
private noninsured welfare funds, and private trust funds. 
Personal income is calculated as the sum of wage and 
salary disbursements, other labor income, proprietors' in-
come with inventory valuation and capital consumption 
adjustments, rental income of persons with capital con-
sumption adjustment,personal dividend income, personal 
interest income, and transfer payments to persons, less 
personal contributions for social insurance. 

Disposable personal income is personal income less 
personal tax and nontax payments. It is the income 
available to persons for spending or saving. 

National Income and Product Account 

GDP is measured as the sum of personal consumption 
expenditures, gross private domestic investment (includ-
ing change in business inventories and before deduction 
of charges for CFC), net exports of goods and serv-
ices (exports less imports), and government consumption 
expenditures and gross investment. GDP excludes 
intermediate purchases of goods and services by business. 

Personal consumption expenditures (1—36) is goods 
and services purchased by persons resident in the United 
States. Personal consumption expenditures (PCE) con-
sists mainly of purchases of new goods and of services 
by individuals from business. In addition, PCE includes 
purchases of new goods and of services by nonprofit 
institutions (including compensation of employees), net 
purchases of used goods by individuals and nonprofit in-
stitutions, and purchases abroad of goods and services by 
U.S. residents.3 PCE also includes purchases for certain 
goods and services provided by government agencies— 
primarily tuition payments for higher education, charges 
for medical care, and charges for water and sanitary serv-
ices. Finally, PCE includes imputed purchases that keep 
PCE invariant to changes in the way that certain activ-
ities are carried out—for example, whether housing is 
rented or owned, whether financial services are explicitly 
charged, or whether employees are paid in cash or in kind. 

The following conventions are used to classify each 
PCE commodity: Durable goods (1—37) are commodities 
that can be stored or inventoried and that have an average 
life of at least 3 years; nondurable goods (1—38) are all 
other commodities that can be stored or inventoried; and 
services (1—39) are commodities that cannot be stored 
and that are consumed at the place and time of purchase. 

3. Purchases of fixed assets, including residential structures by individuals 
and by nonprofit institutions that primarily serve individuals, are classified as 
gross private domestic investment. 

Gross private domestic investment (1-40) consists 
of fixed investment (1—41) and change in business in-
ventories (1—46). Fixed investment consists of both 
nonresidential (1—42) fixed investment and residential 
(1-45) fixed investment. It consists of purchases of fixed 
assets, which are commodities that will be used in a 
production process for more than 1 year, including re-
placements and additions to the capital stock, and it is 
measured before a deduction for consumption of fixed 
capital. It covers all investment by private businesses and 
by nonprofit institutions in the United States, regardless 
of whether the investment is owned by U.S. residents. 
(Purchases of the same types of equipment and struc-
tures by government agencies are included in government 
gross investment.) It excludes investment by U.S. resi-
dents in other countries. Nonresidential fixed investment 
consists of both structures (1—43) and producers' durable 
equipment (PDE) (1-A4). 

Nonresidential structures consists of new construction, 
brokers' commissions on sales of structures, and net 
purchases of used structures by private business and by 
nonprofit institutions from government agencies. New 
construction also includes hotels and motels and mining 
exploration, shafts, and wells. 

Nonresidential PDE consists of private business pur-
chases on capital account of new machinery, equipment 
such as furniture, and vehicles (except for personal-use 
portions of equipment purchased for both business and 
personal use, which are included in PCE), dealers' mar-
gins on sales of used equipment, and net purchases of used 
equipment from government agencies, from persons, and 
from the rest of the world. 

Residential fixed investment consists of private struc-
tures and of residential PDE—equipment owned by 
landlords and rented to tenants. Investment in structures 
consists of new units, improvements to existing units, 
mobile homes, brokers' commissions on the sale of res-
idential property, and net purchases of used structures 
from government agencies. 

Change in business inventories (1—46) is the change 
in the physical volume of goods purchased by private 
business for use in the production of other commodities 
or for resale, valued in average prices of the period. It 
differs from the change in the book value of inventories 
reported by most business; the difference is the inventory 
valuation adjustment (described on page M—7). 

Net exports of goods and services (1—47) is ex-
ports (1-48) less imports (1-49) of goods and services. 
Receipts and payments of factor income and transfer 
payments to the rest of the world (net) are excluded. 

Government consumption expenditures and gross in-
vestment (1—50) consists of net purchases of goods, 
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